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INDEPENDENT AUDITORS' REPORT 
 
To the Honorable Mayor and Members of the City Council 
City of El Monte, California 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund and the aggregate remaining fund information of the City of El Monte, 
California, (the City) as of and for the year ended June 30, 2007, which collectively comprise the City's 
basic financial statements as listed in the table of contents. These financial statements are the 
responsibility of the City of El Monte’s management. Our responsibility is to express opinions on these 
financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City of El Monte, California as of June 30, 2007, and 
the respective changes in financial position, and cash flows where applicable thereof, and the respective 
budgetary comparisons for the General Fund, Retirement Fund and Housing and Community 
Development Fund for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
February 20, 2008, on our consideration of the City of El Monte’s internal control over financial reporting 
and our tests of its compliance with certain laws, regulations, contracts and grant agreements and other 
matters.  The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the results of 
our audit. 
 
The management's discussion and analysis is not a required part of the basic financial statements, but is 
supplementary information required by the Governmental Accounting Standards Board.  We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding the methods 
of measurement and presentation of the required supplementary information.  However, we did not audit 
the information and express no opinion on it.  
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CITY OF EL MONTE 
 

Management’s Discussion and Analysis 
 
 
As management of the City of El Monte, we offer readers of the City of El Monte’s financial statements 
this narrative overview and analysis of the financial activities of the City of El Monte for the fiscal year 
ended June 30, 2007.  We encourage readers to consider the information presented here in conjunction 
with additional information that we have furnished in our letter of transmittal and the City’s financial 
statements.  
  
FINANCIAL HIGHLIGHTS 
 
• The governmental activities assets of the City of El Monte exceeded its liabilities for fiscal year 

2006-07 by $452.1 million of this amount, $5.9 million is unrestricted net assets which may be used to 
meet the City’s on-going obligations to citizens and creditors. 
 

• The City’s governmental activities total net assets increased by $395.6 million due to additions of 
GASB Statement 34 Infrastructure Valuation Services in the amount of $392.3 million. 
 

• At the end of the current fiscal year, unreserved, undesignated fund balance for the general fund was 
$735,124, or 1.25% of total general fund expenditures. 

 
 
USING THIS ANNUAL REPORT 
 
This annual report consists of a series of financial statements.  The Statement of Net Assets and 
Statement of Activities (on pages 11, 12 and 13) provide information about the activities of the City as a 
whole and present a long-term view of the City’s finances. Fund financial statements start on page 14.  
For governmental activities, these fund statements tell how these services were financed in the short term 
as well as what remains for future spending.  Fund financial statements also report the City’s operation in 
more detail than the government-wide statements by providing information about the City’s most 
significant funds and other funds.  The remaining fiduciary (Agency) fund statements provide financial 
information about activities for which the City acts solely as a trustee or agent for the benefit of those 
outside of the government. 
 
 
REPORTING THE CITY AS A WHOLE 
 
The Statement of Net Assets and the Statement of Activities: 
 
Our analysis of the City as a whole begins on page 11. One of the most important questions asked about 
the City’s finances is, “Is the City as a whole better off or worse off as a result of the year’s activities?” 
The Statement of Net Assets and the Statement of Activities report information about the City as a whole 
and about its activities in a way that answers this question.  These statements include all assets and 
liabilities of the City using the accrual basis of accounting, which is similar to the accounting used by most 
private-sector companies.  All of the current year’s revenues and expenses are taken into account 
regardless of when cash is received or paid. 
 
These two statements report the City’s net assets and changes.  Net assets are the difference between 
assets and liabilities, which is one way to measure the City’s financial health, or financial position.  Over 
time, increases or decreases in the City’s net assets are an indication of whether its financial health is 
improving or deteriorating.  You will need to consider other non-financial factors, however, such as 
changes in the economy due to external factors that will cause a decrease in consumer spending. 
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In the statement of Net Assets and the Statement of Activities, we separate the City Activities as follows: 
 
Governmental activities – Most of the City’s basic services are reported in this category, including the 
general administration (city manager, city clerk, finance, etc.), police and fire protection, public works, 
community development and interest on long-term debt. Property taxes, sales tax, transient occupancy 
tax, user fees, interest income, franchise fees, state and federal grants, contributions from other 
agencies, and other revenues finance these activities. 
 
Business-type activities – The City charges a fee to customers to cover all or most of the cost of certain 
services it provides.  The City’s water utility is reported in this category. 
 
 
REPORTING THE CITY’S MOST SIGNIFICANT FUNDS 
 
Fund Financial Statements: 
 
The fund financial statements provide detailed information about the most significant funds and other 
funds – not the City as a whole.  Some funds are required to be established by State law and by bond 
covenants.  However, management established many other funds to help it control and manage money 
for particular purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, 
and other resources.  The City’s two types of funds are governmental and proprietary.  
 
Governmental funds – Most of the City’s basic services are reported in governmental funds, which focus 
on how money flows in and out of those funds and the balances left at year-end that are available for 
spending.  These funds are reported using an accounting method called modified accrual accounting, 
which measures cash and all other financial assets that can readily be converted to cash.  The 
governmental fund statements provide a detailed short-term view of the City’s general government 
operations and the basic services it provides.  Governmental fund information helps determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the City’s 
programs.  The differences of results in the Governmental Fund financial statements to those in the 
Government-Wide financial statements are explained in a reconciliation following each Governmental 
Fund financial statement. 
 
Proprietary funds – When the City charges customers for the services it provides, these services are 
generally reported in proprietary funds.  Proprietary funds are reported in the same way that all activities 
are reported in the Statement of Net Assets and the Statement of Activities.  In fact, the City’s enterprise 
funds are the same as the business-type activities we report in the government-wide statements but 
provide more detail and additional information such as a statement of cash flows. 
 
 
THE CITY AS TRUSTEE 
 
Reporting the City’s Fiduciary Responsibilities: 
 
The City is the trustee, or fiduciary, for certain funds held on behalf of those entities outside of the 
government. The City’s fiduciary activities are reported in a separate Statement of Fiduciary Net Assets.  
We exclude these activities from the City’s other financial statements because the City cannot use these 
assets to finance its operations.  The City is responsible for ensuring that the assets reported in these 
funds are used for their intended purposes. 
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THE CITY AS A WHOLE 
 
The City’s combined net assets increased $395.6 million from $45.2 million to $440.8 million due to the 
implementation of GASB Statement 34 Infrastructure Valuation Services, capital assets increased by 
$392.3 million, and the change in net assets as recorded in the Statement of Activities and in which flows 
through to the Statement of Net Assets.  A separate review of the net change in the governmental and 
business-type activities depicts two different stories.  Our analysis below focuses on the net assets (Table 
1) and changes in net assets (Table 2) of the City’s governmental and business-type activities. 
 

2007 2006 2007 2006 2007 2006

Current and other assets 96,278$     95,404$   4,022$      3,370$      100,300$   98,774$   
Capital assets 431,329 38,257 3,699 3,907 435,028 42,164

TOTAL ASSETS 527,607 133,661 7,721 7,277 535,328 140,938

Long-term liabilities
outstanding 54,979 58,377 18,227 18,162 73,206 76,539

Other liabilities 20,534 18,783 769 408 21,303 19,191

TOTAL LIABILITIES 75,513 77,160 18,996 18,570 94,509 95,730

Net assets:
Invested in capital

assets, net of 
related debt 400,525 7,693 3,700        3,907        404,225 11,600

Restricted 45,706 38,205 515           408           46,221 38,613
Unrestricted 5,863 10,603 (15,490) (15,608) (9,627) (5,005)

TOTAL NET 
ASSETS 452,094$   56,501$   (11,275)$   (11,293)$   440,819$   45,208$   

TABLE 1

Activities Activities Total

NET ASSETS
(IN THOUSANDS)

As of June 30

Governmental Business Type
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2007 2006 2007 2006 2007 2006

Program Revenues:
Charges for services 7,319$      6,898$    2,957$     2,986$     10,276$     9,884$    
Operating grants and

contributions 14,266 11,631 -              -               14,266 11,631
Capital grants and

contributions 166 732        -              -               166 732
General Revenues:

Property taxes 27,375 17,831 -              211          27,375 18,042
Sales tax 21,915 22,026 -              -               21,915 22,026
Franchise Taxes 2,118 3,021 -              -               2,118 3,021
Other taxes 9,787 9,819 -              -               9,787 9,819

Motor Vehicle In-Lieu 787 8,940 -              -               787 8,940
Use of Money & Property 5,360 4,497 108 (106)        5,468 4,391
Other Revenues 3,208 1,884 9 3              3,217 1,887

TOTAL REVENUES 92,301       87,279     3,074        3,094        95,375       90,373     

EXPENSES:
General Government 34,683 34,196 -              -               34,683       34,196   
Public Safety 37,830 36,816 -              -               37,830       36,816   
Community Services 5,138 5,561 -              -               5,138         5,561     
Public Works 7,622 8,041 -              -               7,622         8,041     
Interest on long-term debt 5,912 4,735 -              -               5,912         4,735     
Water -                -             3,298 3,627      3,298         3,627     

TOTAL EXPENSES 91,185       89,349     3,298        3,627        94,483       92,976     

Increase (decrease) in net
assets before transfers 1,116         (2,070)      (224)          (533)          892            (2,603)      

Transfers -                 430 -                (430) -             -           
INCREASE IN

NET ASSETS 1,116 (1,640) (224) (963) 892            (2,603)
Beginning net assets as restated 450,978 58,141 (11,051) (10,329) 439,927     47,812
Ending net assets 452,094$   56,501$   (11,275)$   (11,292)$   440,819$   45,209$   

TABLE 2

CHANGES IN NET ASSETS
(IN THOUSANDS)

For the Year Ended June 30

Governmental
Activities

Business Type
Activities Total

REVENUES:

 
Compared to the prior year, net assets of the City’s governmental activities increased by 875 percent or 
$395.6 million.  This was due to the restatement of Net Assets in the amount of $394,518,127 as outlined 
in Note 14 on Page 67.  The City’s Net Assets are made up of three components:  Investment in Capital 
Assets, Net of Related Debt, Restricted Net Assets and Unrestricted Net Assets. 
 
The net assets of the business-type activities increased by $18,014, or 0.16 percent. 
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Governmental Activities 
 
The following presents the cost of each of the City’s five largest programs – general government, public 
safety, community services, public works and interest on long-term debt – as well as each program’s net 
cost (total cost less revenues generated by the activities).  The net cost shows the financial burden that 
was placed on the City’s taxpayers by each of these functions. 
 

Governmental Activities 
(In Thousands) 

 
                                                          Total Cost of                 Net Cost of          

                                                                 Services                        Services                  
General Government                                                    $ 34,683          ($ 26,819) 
Public Safety                                                                   37,830          (   34,092) 
Community Services                                                         5,138          (     2,470) 
Public Works                                                                     7,622             (        141) 
Interest on long-term debt                                                 5,912          (     5,912) 
             Total                                                                 $ 91,185                     ($ 69,434) 

 
 
THE CITY’S FUNDS 
 
On page 14, the governmental funds balance sheet is shown. The combined fund balance of $55,200,676 
decreased from $57,171,026, or 3.4 percent. This total includes the General Fund balance of 
$63,311,395 which was increased by $241,825 from the prior year. The City’s General Fund balance has 
reserved/designated $63,311,395 for advances, capital projects, encumbrances, working capital, and 
freeway cleanup.  
 
General Fund Budgetary Highlights 
 
During the year, with the recommendation from the City’s staff, the City Council and/or City Manager 
revised the City budget several times. Adjustments were made on an as needed basis as the City’s staff 
requested additional appropriations to cover the cost of projects that either had change orders for 
additional work, or the estimated cost at the beginning of the project was underestimated. Adjustments 
were also made as department heads requested increases or decreases to their budgets to maintain their 
current level of services. All amendments that either increase or decrease appropriations were approved 
by the City Council and/or City Manager. 
 
For the City’s General Fund, actual ending revenues of $59,210,783 were $217,823 less than the final 
budgeted revenues of $59,428,606.  The majority of the variance was in Property Tax revenues, including 
VLF Swap, which was budgeted to be $8,292,000 and was actually $8,673,665, and In Lieu Tax 
revenues, which was budgeted to be $878,300 and was actually $786,789, for a net difference of 
$91,511; Telephone Utility Users Tax revenues, which was budgeted to be $3,793,000 and was actually 
$3,820,175, a difference of $27,175; Franchise Fee revenues, which was budgeted to be $2,551,817 and 
was actually $2,073,180, a difference of $478,637; Interest Earned revenues, which was budgeted to be 
$1,165,764 and was actually $2,919,763, a difference of $1,753,999; Intergovernmental revenues, which 
was budgeted to be $1,003,000 and was actually $975,975, a difference of $27,025; Charges for 
Services revenues, which was budgeted to be $2,074,160 and was actually $2,477,114, a difference of 
$402,954; Fines and Forfeitures revenues, which was budgeted to be $1,198,300 and was actually 
$1,192,177, a difference of $6,123; Other Miscellaneous  revenues, which was budgeted to be 
$1,906,835 and was actually $432,881, a difference of $1,473,954.  Total decrease in actual revenues 
over budgeted revenues as itemized to be $217,823. 
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The General Fund actual ending expenditures of $55,006,583 (net of bond expenses and capital outlay) 
were $4,243,131 less than the final budget of $59,249,714.  The majority of the variance was in General 
City expenditures, which was budgeted to be $4,184,626 and was actually $3,832,899, a difference of 
$351,727 and Insurance and Surety expenditures, which was budgeted to be $6,885,610 and was 
actually $5,736,773, a difference of $1,148,837.  There were significant changes in the original budget 
compared to the final budget during the year. The original expenditure budget was $59,213,420 
compared to the final budget of $62,716,162, a $3,502,742 increase.  
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets 
 
At the end of 2007, the City had $435,029 invested in a broad range of capital assets. (See Table 3).   
The City included capitalization of prior fiscal year infrastructure assets.  Additional information on the 
City’s capital assets can be found in the notes to the basic financial statements. 
 

2007 2006 2007 2006 2007 2006

Land 327,163$   10,516$   311$        311$        327,474$   10,827$   
Construction in progress 2,803 15,388     -               2,803 15,388     
Equipment-in-progress 95 -               -               -               95 -               
Improvements other than buildings 1,092 1,270       -               1,092 1,270       
Structures and improvements 20,850 8,597 1,095 1,098 21,945 9,695
Furniture and Equipment 4,409 2,108 1,500 1,599 5,909 3,707
Infrastructure 74,917 379 794 898 75,711 1,277

TOTALS 431,329$   38,258$   3,700$     3,906$     435,029$   42,164$   

TABLE 3

CAPITAL ASSETS AT YEAR-END
(NET OF DEPRECIATION, IN THOUSANDS)

As of June 30

Governmental
Activities

Business Type
Activities Total
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Long-Term Debt 
 
At year-end, the City’s governmental activities had $42,868,392 in bonds, loans and leases versus 
$43,214,819 last year. The City was able to meet all its current debt obligations in a timely manner. 
 

2007 2006 2007 2006 2007 2006

Tax Allocation Bonds 17,745$     18,210$     -$           -$           17,745$     18,210$     
Certificates of Participation 8,510         9,080         -             -             8,510         9,080         
Notes Payable 12,339       12,650       -             -             12,339       12,650       
Revenue Bonds 3,195         3,275         18,805       18,805       22,000       22,080       
Lease Payable 1,079         -             -             -             1,079         -             

TOTALS 42,868$     43,215$     18,805$     18,805$     61,673$     62,020$     

TABLE 4

OUTSTANDING LONG-TERM DEBT
(IN THOUSANDS)

As of June 30

Governmental
Activities

Business Type
Activities Total

 
The City’s business-type activities long-term debt remains the same of $18,805,000.  Debt in the 
business-type activities consists of a Water Authority Revenue Refunding Bond issued in September 1, 
2006, in order to defeased the 1999 Water Revenue Bonds with outstanding balance of $12,850,000 and 
the 2001 Bond Anticipation Notes with an outstanding balance of $5,380,000.  The original bond was 
intended to pay the initial lease payment for the lease of the Water System, to provide for certain public 
capital improvements, and to finance capital improvements.  
 
Additional information on the City’s long-term debt can be found in the notes to the basic financial 
statements. 
 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS  
 
In preparing the budget for 2007-08, management looked at the following economic factors: 
 

• $500,000 or 1% overall decrease in General Fund revenues 
 

• City’s Redevelopment Agency completed development projects which resulted in increased sales 
and property tax revenues 
 

• City faced with the challenge of achieving a balanced operating budget will spend $299,900 in 
reserves to balance the budget 
 

• Economic Development/Redevelopment staff will continue to work aggressively with developers 
and incorporate the City’s team approach toward blight removal, new development, job creation 
and housing 
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CONTACTING THE CITY’S FINANCIAL MANAGEMENT 

 
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with 
a general overview of the City of El Monte’s finances and to show the City’s accountability for the money 
it receives.  Questions concerning any of the information provided in this report or requests for additional 
financial information should be addressed to the City’s Finance Division of the Administrative Services 
Department, at the City of El Monte, 11333 Valley Blvd., El Monte, CA 91731. 
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